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NBC CAPITAL MARKETS GROUP
OATH OR AFFIRMATION

1, Bradley M. Martin, swear (or affirm) that, {o the best of my knowledge and belief, the
accompanying financial statement and supporting schedules pertaining to the firrn of NBC
Capital Markets Group, as of December 31, 2003, are true and correct. I further swear (or
affirm) that neither the Company nor any r, proprietor, principal officer, or director has
any proprietary interest in any account classified solely as that of a customer.

| M !l(. fm—-/t .
} Bradiey M. Martin
Senior Vice President and CFO

Notary Public

¥ COMBISSION EXPIRES APALL 2, 2007
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Facing Page |

Statement of Financigl Condition

Statement of Income

Statement of Sharehglder’s Equity

Staternent of Cash F

Sttement of Changes in Liabilities Subordinated to the Claims of General
Creditors

Computation of Net &.‘.apital

Computation for mination of Reserve Requirements Under Rule 15¢3-3
Information Relating to Possession or Control Requirements Under Rule 15¢3-3
A Recorciliation, ingluding appropriate explapation, of the

Computation of Net/Capital Under Rule 15¢3-1

A Reconciliation  the audited and unaudited balance sheet with respecs
to methods of consofidation

An Osth or Affirmation

Supplementary Report of Independent Public Accountants on [nternal
Control Structure

** For conditions of confidantiol treatment of cerfain portions of this filing, see section 240.17(a)-5(e)(3).
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Indepel{dent Auditors’ Report

The Board of Directors and Stockholders
NBC Capital Markets Group:

|
We have audited the accompanying stateliem of financial condition of NBC Capital Markets Group
(the Company) as of December 31, 2003, and the related staternents of incorne, changes in siockholders’
equity, and cash flows for the year then ended that you are filing pursuant to Rule 17a-5 under the
Securities Exchange Act of 1934. These financial statements are the responsibility of the Company’s
management. Our respansibility is to express an opinion on these financial statements basad on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obfain reasonable assurance about
whether the financial statemenis are free off material misstatement. An audit includes examining, on a test
basis, evidence supparnting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial sutement ;:msemamon We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statemenis referred to above present fairly, in all material respects; the
financial position of NBC Capital Markets Group as of December 31, 2003, and the results of its
operations and its cash flows for the year|then ended in conformity with accounting principles gmmlly
accepled in the United States of America.

Our audit was conducted for the purpose ok forming an opinion on the basic financial staterents 1akew as a
whote. The accompanying supplemental ifformation is presented for purposes of additional analysis and s
noti a required part of the basic ﬁnancmljstuermms.. but is supplementary information required by Rule
17a-5 under the Securities Exchange Act of 1934, Such information has been subjected to the auditing
procedures applied in the audit of the basﬁc financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic ﬁ ancial statements taken as a whole.

kp"'(e LP

Memphis, Tennessee
February 24, 2004

'... KPMG LLP, 8 U.5. himited Gsbixty pmsh{a, 5 he US.
; member fhm ot KPRG Islernpsorad, & swh}; eoopeiptice.
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NBC CAPITAL MARKETS GROUP
- !

Statement of Financial Condition
Dedember 31, 2003

! Assets
- Cash and cash equivalents $ 2,291,530
Cash and securities segregated for regulatory purposes (note 2) 6,488,500
Securities purchased under agreements to resell 78,071,875
- Customers receivables 3,094.236
Brokers and dealers receivables (note 3) i 30,140,059
Interest and principal receivable ! 1,336,340
_ Securities owned, at fair value (note 4): } '
U.S. Government or its agencies 73,760,470
Corporate obligations 202,427,752
, Stale and municipal obligations 685,866
- Other 302,395
Total securities owned 277,176,483
- Fumiture, fixtures and equipment, at cost, net of accumulated depreciation and
amortization of $2,780,805 915,675
Deferred tax asset (note 8) | 897,169
_ Other assets, net ! 1,680,151
j $ 402,092,018
Liabiliti?' and Stockholders’ Equity '
- Liabilities:
Short-term borrowings from a related party (note 5) $ 231,732,585
Payable to clearing agent and brokers and ddalers (note 4) 20,840:835
- Securities sold, not yet purchased, at fair value 80,587:594
Customer payables 267,096
Interest payable 537,410
- Accounts payable and accrued expenses 1,805,885,
Accrued compensation 6,079,206
Due to affiliates {notes 7 and &) , 1 6,534,875
- Total liabilities f 348,385,486
Stockholders’ equity (note 6): {
Common stock (Authorized 100,000 shares, issued and outstanding 10,000 shares .
- $1.00 par value) 10,000
Additional paid-in capital 8,993,025
Retained earnings [ 44,703,507
- Total stockholders’ equity | 53.706,532
Commitments and contingencies (notes 9, 10j and 11) . .
~ ‘ Total liabilitics and stockholdexs’ equity " $ 402,092,018

— See accompanying notes to financial statements.
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Independent Auditors’ Report-on Internal
Accountmg ‘Control Required by

\ e¢ Rule 17a-5
The Board of Directors and Stockholders Xl
NBC Capital Markets Group: _ \
In planning and performing our audit of thes)ﬁnanciaj statements of NBC Capital Markets Group

(the Cornpa.ny) for the year ended DecemberaFl 2003, we considered its internal conwrol, including

control activities for safeguardmg securities, in order to determine our auditing procedures for the purpose -

of expressing our opinion on the consolidated financial statements and not to provide assurance on internal '
control.

Also, as required by Rule 17a-5(g)(1) of the ities Exchange Commission (SEC), we have made a
study of the practices and procedures followed by the Company including tests of such practices and
procedures that we considered relevant to the objaﬁ(tives stated in Rule 172-5(g) the following:

1. Making the periodic computations of aggregate debits and net capital under Rule 1723(a}(11) and the
reserve required by Rule 15¢3-3(e) of the SEzi:.

2. Making quarterly securities examinations, colints, verifications and comnparisons, and the recordation
of differences required by Rule 17a-13.

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the board of governoys of the Federal Reserve System,

4.  Obraining and maintsining physical possession or conwo! of all fully paid and excess margin
securities of customers as required by Rule 15¢3-3,

1
The management of the Company is responsible for establishing and maintsining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to asse$s the expected benefits and related costs of controls
and of the practices and procedures referred to in the preceding paragraph and to assess whether those
practices and procedures can be expected to achieve the SEC’s above-mentioned objectives. Two of the
objectives of internal control and the practices and préxedures are (0 provide management with reasonable,
but not absolute, assurance that agsets for which tthCompany has responsibility are safeguarded against
loss from unauthorized use or disposition and that fransactions are executed in accordance with
management’s authorization and recorded properly permit the preparation of financial statements in
accordance with generally accepted accounting prigeiples generally accepted in the United States of
America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding
paragraph. 1

..' l EPMG LLA & UG, lirnited Kekitity pacineransp. i3 tho W5, \
ember fitm of KP4G Iremtional 4 Swii comRarative.




